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SUBJECT: PLANNING FOR CAMBODIA 

REF: . STATE. 178421 . . 

• « * 

1. WE ARE GRATEFUL FOR DETAILED EXPOSITION IN REFTEL OF PLANNING 
FOR CAMBODIA THIS FISCAL YEAR AND ARE IN. PARTICULAR GRATIFIED THAT 
TOTAL OF $165 MILLION FOR MILITARY ASSISTANCE IN FY 71 WILL BE 
SOUGHT THROUGH MEANS OF A SUPPLEMENTAL ' APPROPRIATION. WE ARE ALSO 
GRATIFIED BY DECISION TO REQUEST FUNDS FOR ECONOMIC ASSISTANCE IN 
SAME SUPPLEMENTAL. HOWEVER, WE HAVE CERTAIN RESERVATIONS CON- 
CERNING LEVEL AND CHARACTER OF PROPOSED ECONOMIC AID WHICH I 
THINK IT WISE TO AIR FULLY AT OUTSET IN ORDER TO- AVOID LAiLR 
MISUNDERSTANDINGS. WE ALSO HAVE CERTAIN SUGGESTIONS TO MAKE 
CONCERNING TACTICS AND TIMING OF HANDLING THESE MATTERS WITH GKR. 

THESE ARE DISCUSSED IN FOLLOWING PARAGRAPHS,- 

• . * •* - . 

2. MILITARY ASSISTANCE. 

A. PLANNING FOR POTENTIAL ASSISTANCE OF UP TO $165 MILLION 
THIS FISCAL YEAR IS WELL ADVANCED AND IS CURRENTLY HE! NO REFINED 
BY EM3ASSY, COMUSMACV; AND CINCPAC. MILITARY SlRAiKC- v OUTLINED 
PAR .4 5 REFTEL IS LARGELY CONGRUENT WITH THAT OF GENERAL Uii Nd 
ALTHOUGH AS RECENT DISCUSSIONS WITH CINCPAC HAVE. SHOWN KF WOULD 
LIKE EVENTUALLY TO TAKE ~ HE OFFENSIVE TOWARD LAOS AND THE MEKONG. 
LON NOL WOULD ALSO LIKE iC DECEIVE MORE SOPHISTICATED EQUIPMENT 
THAN WE ARE PREPARED TO OFFER, BUT HE IS SUFFICIENTLY REALISTIC TO 
COMPREHEND THAT HE MUST ACCEPT A KANK FORCE STRUCT. ; RE CONSISTING ; 
PRINCIPALLY OF LIGHT INFANTRY FORCES. WITH SUPPORTING WEAPONS. HE 
IS ANXIOUS TO ACCELERATE TRAINING OF HID FORCES POTI! 

OUT OF COUNT EY. HE IS AWARE THAT HP MAY HAVE TO fAll 
RT t.7 IN EMERGE fCY, AND HE RECOGNIEEC THATHE WILL BF 
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B. MOST ASPECTS OF OUR STRATEGY ARE THUS ALREADY FULLY UNDER- I 

STOOD BY LON NOL AND HAVE BEEN DISCUSSED WITH HIM AT ONE TIME OR ‘ 
ANOTHER. WE ANTICIPATE ONLY ONE POSSIBLE PROBLEM AREA, NAMELY FORCE 
LEVELS. LON NOL IS COMMITTED TO A PROGRAM OF MOBILIZATION OF FORCES ; 
WELL BEYOND THAT WHICH CAN BE EFFECTIVELY TRAINED OR WHICHHCAN BE 
SUPPORTED BY THE PROJECTED MAP FORCE LEVELS FOR 1971 (85,000 MEN) 

AND 1972 (120,000 MEN). PSYCHOLOGICALLY AND POLITICALLY IT WILL 
BE DIFFICULT FOR HIM TO MAKE ANY COMMITMENT WHICH WILL RUN KSUNTER ? 
TO KIS MOBILIZATION EFFORT. HE WILL BE MORE RECEPTIVE TO OUR 
ARGUMENTS FOR IMPLEMENTING DESIRABLE MILITARY AND CIVILIAN ECONOMIES* 
IF WE CAN SIMULTANEOUSLY APPRISE HIM THAT THE ECONOMIC ASSISTANCE fc; 
WE ARE OFFERING IS CONDITIONED ON EFFECTIVE CONTROL OVER SIZE OF 
BUDGETARY DEFICIT. . I WOULD THEREFORE LIKE TO BE ABLE IN MY NEXT F ; 
MEETING WITH HIM TO BE REASONABLY SPECIFIC ABOUT NEW LEVEL OF O' 
.MILITARY ASSIYT ANCE WHICH WE PLAN (I. E. , A MINIMUM OF $89 MILLION ( 
THIS FISCAL YEAR), AND ALSO TO INFORM HIM OF LEVEL OF ECONOMIC \ 
ASSISTANCE WE HOPE TO BE ABLE TO OFFER. THROEVH THIS TACTIC WE A JT\ 
SHOULD BE ABLE TO GAIN SOME LEVERAGE OVER FORCE LEVELS AND THE Ao 
BUDGETARY DEFICIT. ' 

# . - M ■ ^ - 

• * 

3. ECONOMIC ASSISTANCE. 

A. .WITHOUT WISHING TO UPSET APPLE CART AT THIS LATE DATE, I 

MUST CONFESS TO UNCERTAINTY AS TO LEVEL AND. CHARACTER OF ECONOMIC 

AID GKR NEEDS AND CAN A3S0RB. AS INDICATED IN PHNOM PENH 2905 (NOTAL) , 

WHICH SENT PRIOR RECEIPT- OF REFTEL, PRELIMINARY ‘IMPRESSION OF IDA 

TEAM IS THAT A U. S. ECONOMIC AID PROGRAM OF $120 MILLION FOR REMAINDER 

OF FY 1971 IS EXCESSIVE FOR CAMBODIAN NEEDS. TEAM ALSO BELIEVES 

GKR CAPACITY TO ABSORB PL 480 IMPORTS IS VERY LIMITED. FURTHERMORE, 

IT HAS DOUBTS AS TO USEFULNESS OF SOME IMF RECOMMENDATIONS -WHICH 
ARE FUNDAMENTAL TO CONTINUED VIABILITY OF ECONOMY OF GKR. SINCE i / 
TEAM WILL NOT COMPLETE ITS STUDY UNTIL MID-NOVEMBER (IT WILL . Av ^ 

TELEGRAPH SUMMARY OF RECOMMENDATIONS BEFORE DEPARTURE), I URGE f\ 

THAT SUBMISSION OF SUPPLEMENTAL FOR $120 MILLION INHECONOMJC AID \J " 
EE DEFERRED PENDING A REVIEW OF TEAM'S RECOMMENDATIONS AND 1HAT 
ACTION TO INSTITUTE A $20 MSYLION PL 430-PRCGRAM ALSO BE DEFERRED. . 
THIS SEEMS TO ME PARTICULARLY DESIRABLE IF- WF. WISH TO RFALIZE 
OBJECTIVE CITED PARA TWO REFTEL OF "PROMOTING .GKR SELF- SUFFICIENCY." 

AN INFLATED ECONOM-IC ASSISTANCE PROGRAM WOULD PROMOTE PROFLIGACY - 

rather than austerity and could have strongly negative side effects. 

SWANK - - 
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B. DEFERRING APPROACH ON ECONOMIC ASSISTANCE M ^ P J^^_ 8 _^^ T£L) . 

UNTIL TEAM*S RECOMMENDATIONS ARE AVAILABLE AND HAVE BEEN 
CONSIDERED SHOULD NOT IM OUR JUDGMENT POSE SERIOUS PROBLEMS. 

Cambodian economy remains currently viable# i have already 

PRESSED TO VARIOUS OFFICIALS NEED FOR PROMPT RESPONSE TO IMF AND 
WRs f B)! gKR if sIlF IS NOW ACT IVELY SEEKING ASSIST ANCE FROM 
JAPAN, AND DJAKARTA ELEVEN INITIATIVE MAY SHORTLY BE .• 

(PARA 8 0. REMAINING POINTS (PARAS 8 D AND 8 E) CAN BLST BE 
MADE’ AFTER DECISIONS CONCERNING CHARACTER AND MAGNITUDE OF AID 

ARE TAKEN. \ ' ' •• . ... 

— - — ' . 

4. TO SUM UP. I RECOMMEND A SINGLE APPROACH TO LON -NOL AND KIRIK 
MATAK ON MILITARS AND -ECONOMIC ASSISTANCE AT SUCH TIME AS WE CAN 
PASS TO THEM REASONABLY FIRM INFORMATION AS TO MINIMUM LEVc.L~ (OR -. 
RANGE OF LEVELS) OF ASSISTANCE GKR' CAN EXPECT FROM USG FOR 

REMAINDER OF FISCAL YEAR. THOSE P° SSIBLY .. UNPALArA ^| ir ^^ Tb A J 1 5 Il<H - 
‘ HAVE TO BE MADE CONCERNING FORCE "LEVELS, ECONOMIC REFORMS. AND ^ 
ACCOUNTING PROCEDURES- CAN -MORE EFFECTIVELY BE BR0LLGH1 LOME .T0'_. - 

THEM IN CONTEXT OF SPECIFIC NEW UNDERTAKINGS ON OUR PART. PROPER 
TIMING OF APPROACH* WOULD APPEAR TO US TO BE SEVERAL D AYS. f£FQRE .. 
SUBMISSION OF REQUEST FOR SUPPLEMENTAL. IF FOR REASONS NOT PRECEIVED 
HERE SPEEDIER CONSULTATIONS WITH GKR ARE THOUGHT ESSENTIAL, I HOPE- I 
.CAN BE AUTHORIZED TO CONVEY TO LON NOL CONFIDENTIALLY RANGE OF 
MILITARY AND ECONOMIC ASSISTANCE LEVELS WHICH ARE .UNDER. CONSI- 
DERATION.<HIS HESS'AGE HAS BEEN DISCUSSED WITH AND CONCURRED T 
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BY-RIVES, LADD, .AND IDA TEAM. QP- U 
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